
AFFIDAVIT OF }IAILING

State of New York :
s s .  :

County of Albany :

David Parchuck, belng duly sworn, depoees and says that he is an employee
of the State Tax Conunl.sslon, that he ls over 18 years of ager and that on the
16th day of July,  1985, he served the wlthln not lce of Decislon by cert l f led
mal l  upon Unlversal Instruments Corp.,  the pet i t loner ln ' the wlthln proceedingr
by encloslng a true copy thereof in a securely seal-ed postpald wrapper
addressed as fol lows:

Unlversal Instruments Corp.
P . O .  B o x  8 2 5
Binghanton, NY 13902

and by deposltlng same enclosed ln a postpald properly addressed $rapper ln a
post office under the exclusl.ve care and custody of the United States Postal
ServLce within the State of New York.

STATE OF NEW YORK

STATE TAX COMMISSION

In the llatter of the PetLtl.on
of

Universal Instruments Corp.

for Redetermtnatlon of a Deflciency or Revlsion
of a Determlnation or Refund of Corporation
Franchise Tax under Artlcle 94 of the Tax Law for
the  Years  Ended 12 /3L  180-L2/3L l$L .

That deponent further says
hereln and that the address set
of the pet i t ioner.

Sworn to before ne this
16 th  day  o f  Ju ly ,  1985.

that the sald addresaee ls the petitl.oner
forth on sald wrapper ls the last known addrees

Authorlzed to s te r  oa
pursuant to Tax Law sectl.on L74



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Petltion
o f

Unlversal Instruments Corp.

for Redetermination of a Defl.ciency or Revlslon
of a Determination or Refund of Corporatlon
Franchise Tax under Artlcle 9A of the Tax Law for
the Years Ended LZI 31 180-L2l3l  l8L.

AFFIDAVIT OF MAILING

State of New York :
s s .  :

County of Albany !

David Parchuck, being duly sworn, deposes and says that he ls an employee
of the State Tax Comisslon, that he ls over 18 years of age, and that on the
16th day of Ju1y, 1985, he served the nl thl .n not ice of Declslon by certLf ied
mall upon Charles R. Goulding, the representatlve of the petitloner ln the
withln proceeding, bI encl-osLng a true copy thereof ln a securely seaLed
postpaid nrapper addressed as fol lows:

Charles R. Gouldlng
c/o Dover Corp.
277 Patk Ave. r  36th F1.
New York, NY 10172

and by deposlting same encl-osed in a postpald properly addressed wrapper ln a
post off ice under the exclusLve care and custody of the Unlted States Postal
Service withln the State of New York.

That deponent further says that the said addressee ls the repreaentatlve
of the petitloner hereln and that the address set forth on said ltrapper ls the
last known address of the representatlve of the petl.tioner.

Sworn to before me this
16 th  day  o f  Ju ly ,  1985.

to adnin
pursuant to



S T A T B  O F  N E W  Y O R K
S T A T E  T A X  C O M M I S S I O N

A L B A N Y ,  N E W  Y O R - K  L 2 2 2 7

July  16,  1985

Universal Inst,ruments Corp.
P . O .  B o x  8 2 5
Blnghamton, NY L3902

Gentlemen:

Please take notice of the Decision of the State Tax Counisslon enclosed
herewlth.

You have now exhausted your rlght of revl.ew at the adminlstratlve leveL.
Pursuant to sectlon(s) 1090 of the Tax Law, a proceeding ln court to revlew an
adverse decislon by the State Tax Conrmlsslon may be tnstl.tuted only under
Article 78 of the Civll Practice Law and Rul-es, and must be commenced ln the
Supreme Court of the State of New York, AJ-bany Countyr withln 4 monthe from the
date  o f  th ls  no t ice .

Inguiries concerning the computation of tax due or refund allowed ln accordance
wlth thls declsLon nay be addressed to:

NYS Dept. Taxation and Flnance
Law Bureau - Lttigatlon Unit
Bulldlng if9, State Campus
Albany, New York 12227
Phone # (518) 457-2070

Very truly yours'

STATE TN( COMMISSION

cc: Pet l t lonerrs Representat ive
CharLes R. Gouldlng
c/o Dover Corp.
277 Park  Ave. ,  36 th  F l .
New York, NY 10172
Taxing Bureaur s Representative



STATE OF NEI,I YORK

STATE TAx COMMISSION

In The l lat ter of  the Pet i t lon

o f

T]NIVERSAL INSTRI'MENTS CORPOMTION

for Redeterminat lon of a Def ic iency or for
Refund of Corporatlon Franchise Tax under
Artlcle 9-A of the Tax Law for the Years Ended
Decenber  31 ,  1980 and December  31 ,  1981.

I'lhether petitloner was

ended December 31, 1980 and

Petl . t ioner,  Universal Instruments Corporat lon, P.O. Box 825, Binghamton'

New York L3902 f t led a pet l t lon for redeterminat ion of a def ic iency or for

refund of corporatlon franchlse tax under Artlcle 9-A of the Tax Law for the

years ended December 31, 1980 and December 31, 1981 (Fi le No. 48399).

A hearing was held before Danlel- J. Ranal-li, Ilearlng Officer, at the

offices of the State Tax Cor"missLon, Two Worl-d Trade Center, New York' New

York, on Apri l  3,  1985 at 2:45 P.M. Pet i t ioner appeared by Charles R. Gouldlng'

Esq. and Thomas Dlehl-, CPA. The Audlt Dlvlsl.on appeared by John P. Dugan' Esg.

(Lawrence A. Newman, Esq.,  of  counsel) .

ISSUE

DECISION

enti . t led to a DISC export  credlt  for the tax yearg

December  31 ,  1981.

FINDINGS OF FACT

1. On August 18, 1983, as the result  of  a f ie l-d audlt ,  the Audtt  Dlvis lon

issued two notlces and demands for payment of corporatlon tax due agalnst



-2-

petitioner, Universal Instruments Corporation. 
l 

The first was in the amount of

$29,734.00  p l -us  in te res t  o f  $14,2L I .85  fo r  a  to ta l  due o f  $43,945.85  fo r  the

year ended December 31, 1980. The second was in the amount of $421209.00 plus

ln te res t  o f  $91392.84  fo t  a  to ta l  due o f  $51,601.84  fo r  the  year  ended December  31 ,

1 9 8 1 .

2. Petitioner, a Del-aware corporation, manufactures and sells hlgh

technology equlpnent for the electronics industry. Approxinatel-y 90 percent of

pet i t lonerrs property and 90 percent of i ts enployees are located Ln Binghamton,

New York. During the years in issue, pet l t loner shipped aLl of  l ts forelgn

exports to overseas customers from Lts Blnghamton faclllty. Petltloner organlzed

Universal Instruments International Corporation (frlnternatlonal"), a New York

corporat ion, as a whol ly-owned subsidiary on October 20, 1972. Internat ional-

was quallfled as a Domestic Internatlonal Sales Corporatlon (rrDISCrr) under the

Internal Revenue Code durlng the years in issue. fnternationalrs income

consisted ent, i rel-y of cornmlssions from export  sales of pet i t lonerrs producte.

3. On July 6, L979, petitloner otgantzed Unl.versal Instruments Internatlonal

Sales Corporation (trsalest'), 8 Delaware corporation, as a wholl-y-owned subsidlary

to act as a holdl .ng conpany. On July 10, 1979 pet l t ioner was i tsel f  acqulred

as a subsldlary of Dover Corporation. At no tlme were the shares of stock of

International transferred from petitloner to Sales or to any other corporatl.on.

4. On auditr the auditor determlned that Sales was the stockhoLder of

International- rather than petitioner. Apparentlyr both the auditor and petl-

tionerrs representatives were then under the misirnpression that Sales rtas the 100

It Ls unclear from the record why notices and demands were Lssued in thls
case rather than not ices of def lc iency; however,  nei ther party ralsed this
as an lssue.
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percent stockholder of Internatlonal and, as a result, the auditor determl.ned

that Internatf.onal had not received more than five percent of Lts lncome from

its I'stockholderrt during the years in issue and, therefore, it was not a

tax'exempt DISC. Accordingly, the auditor futher determined that petitloner

was not entltLed to the DISC export credlt slnce the credit 18 only avaLlable

to a stockholder of a DISC. It was onJ-y two weeks prior to the hearing in

this matter that petLt ionerts representat lveg, ln preparing the case, dlscovered

that petltioner rather than Sales nas, ln fact, the stockholder of Internatlonal.

The Audlt Division lndicated that the only reason for the dl.sallowance of the

DISC export  credit  was the quest ion of the status of pet l t loner as the stockhoLder

of Internat ional.

5. There were other adJustments made on audl.t lnvolvlng losses from the

sale of property under Internal Revenue Code sectton 1231(b) and the property

factor of the buslness al locat lon percentage. These lssues were sett led at a

pre-hearlng conference and are no longer in contention.

CONCLUSIONS OF LAW

A. That a corporat lon which elects to be treated as a DISC for Eederal

lncome taxes w111 be treated as a DISC for New York corporation franchlse tax

purposes .  (Tax  Law $208.1 ;  20  NYCRR 3-9 .1 [a ] ) .  A  DISC wh lch  dur ing  the

taxable year (1) received more than flve percent of lts gross sales from the

sale of inventory or other property which Lt purchased from lts stockholders,

(2) received more than five percent of its gross rentals from the rental of

property which i t  purchased or rented from i ts stockholders, or (3) recelved

more than f lve percent of l ts total-  recelpts,  other than sales and rentals '

from lts stockholders, ls exempt from corporatlon franchlse tax with adJustmente
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required to l tems of recel.pts,  expenses, assets and 11ab1L1t ies. (Tax Law

s2o8.e t i l ) .

B. That a stockholder of a tax exempt DISC ts entitled to a DISC export

credit ,  computed separately for each DISC, wlth certain l in l tat lons not at

issue herein. (Tax Law $210.13).  Inasmuch as Internat ional net al l  the

requirements of a tax exempt DISC during the years ln lssue and petltloner hae

shown that it was the stockholder of Internatlonal, petitloner !ilaa entltled to

a DISC export  credlt  for the tax years ended December 31, 1980 and December 31,

1 9 8 1 .

C. That the petitlon of Universal Instruments Corporatlon is granted to

the extent indlcated ln Findlng of Fact "5" and Concluslon of Law rrBrr; that the

Audit Dlvision is dl.rected to nodlfy the notices and demands for paynent of

corporation tax due Lssued August 18, 1983 accordlngly; and that' except aa ao

granted the pet i t lon is ln al l  other respects denied.

DATED: Albany, New York STATE TN( COMMISSION

JUL 16 1985
PRESIDENT


